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THE NEW CHINESE CURRENCY 

BY CHING-CHUTSr WANG, M.A., HONORARY FELLOW IN THE UNI- 
VERSITY OF ILLINOIS 



The chaotic condition of the Chinese currency has reached 
a point which is almost incredible. It has jeopardized the 
country's foreign trade and checked the development of her 
domestic commerce. The Chinese not only have suffered 
from it, but large numbers of foreigners as well. The Gov- 
ernment itself has for some time felt the need of reform. 
Eepeated attempts have been made to remedy the evil, but 
they have been barren of immediate results. Finally, upon 
the accession to the throne of the new Emperor, the Gov- 
ernment began to take definite steps toward the reorganiza- 
tion of the whole monetary system. Soon after the recent 
change of administration the Throne commanded the Board 
of Finance to establish a. special bureau to investigate cur- 
rency conditions in China and to study the systems of other 
countries for the purpose of improving that at home. After 
more than a year's work, the Board of Finance memorialized 
the Throne, setting forth in detail their recommendations. 
They also submitted twenty-four regulations for the re- 
demption of the old coins and the introduction of the new 
system. An imperial edict was issued on the 24th of May, 
1910, which approved the whole plan as submitted by the 
Board and which said in part : 

" Tt is commanded that the unit of the national currency shall be the 
' Yuan,' or dollar, and the standard shall temporarily be silver. The 
dollar shall be the principal unit of currency and shall weigh seven mace 
and two candarenes. The subsidiary coins shall be as follows: Three of 
silver in denominations of fifty, twenty-five and ten cents, respectively; 
one nickel unit having the value of five cents; and four copper coins in 
denominations of two cents, one cent, five cash and one cash, respectively. 
The relative value 'of the dollar, the dime, the cent and the cash shall be 
in decimal proportion and be permanently fixed. It shall not be per- 
mitted to increase these relative values or to diminish them. The Board 
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of Finance shall direct the mints to mint the new coins according to the 
standard weight, fineness and design and to issue them gradually. . . . 

" Let the vieeroj's and governors instruct the various mercantile and 
other organizations to inform the people that the purpose of this reform is 
to alleviate the chaos caused by the weighing and testing in the old cur- 
rency, thereby to accommodate the people, to facilitate commerce and to 
laj' the foundation of the financial reorganization of the empire." 

It further ordered that, within one year from the date of 
the edict, all salaries and pensions of officials and other 
Government employees, together with all taxes, customs 
duties and other incomes and expenditures of the Govern- 
ment, as well as the contracts and payments of the people, 
should be converted into the terms of the new currency.* 

In order to understand the significanco of this reform, 
it is necessary to have a brief and conc'.se idea of the old 
currency and of the existing conditions in China. 

In theory, one may say China has maintained a bimetallic 
system or " even a trimetallic system "f since the seventh 
century, according to which one unit in gold is equivalent to 
ten in silver and one thousand in copper. In practice, how- 
ever, the currency in' use until lately has been entirely the 
" tiao " (a string of copper cash) or the tael. Since the be- 
ginning of intercourse with the West the dollar also has been 
used extensively^ 

These three kinds of " money " might have formed the 
basis of a practicable system of currency were each of them 
uniform in itself. The trouble is that none of them represent 
anything definite. For instance, there are over one hun- 
dred kinds of the tael in the country, and these kinds of 
tael not only differ from one another, but each kind itself 
varies in different places. Again, even if the tael were a 
definite unit, it could have been of little use so long as the 

* " For the purpose of carrying out this and some other less important 
reforms, a loan of $50,000,000 was consummated in Peking, on April 15, 
1911. The proposal for this loan was originally made to American bankers 
alone; but later was extended to financial groups of Great Britain, Ger- 
many, and Prance. The four Powers were to pay to China $5,000,000 
immediately, $5,000,000 when the Powers have approved of the currency 
reforms and the Manchurian development schemes, and the remainder of 
the loan in instalments covering several months. At the suggestion of the 
United States, Cliina has also agreed to appoint the representative of 
some uninterested country as financial adviser to assist in the currency 
reform." 

t li. B. Morse: Trade and Administration of the Chinese Empire, 
p. 124. 
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fineness of the sycee silver is different and undetermined, 
as it always has been. 

The tiao is no more definite than the tael. Through years 
of bad practice and on account of the customs of different 
places it to-day means numberless things. In one place it 
may mean 1,000 cash, in another place 960 and in a third 
only 160. In a word, the tiao, like the tael, carries with 
it no definite meaning, but is only a customary name used 
to represent different numbers of cash varying within the 
limits of 1,000 and 160, according to time, place and cir- 
cumstances. 

As already mentioned, the dollar also has been used re- 
cently. As a strange coincidence, the dollar likewise meaxis 
a conglomeration of diiferent kinds of money. To begin 
with, there are the Imperial Chinese dollar, the Mexican 
dollar, the French piastre, the Portuguese carolus, the 
Hongkong dollar and the different kinds of provincial dol- 
lars, each differing from all the rest in weight, fineness 
and value. Moreover, like the Spanish dollar during Co- 
lonial times, the market value of each kind is also different 
in different places. One kind of dollar may be used freely in 
one province and rejected in the next. Even in different 
parts of the same town, at on& and the same time, there 
often exists a difference in the value of the same kind of 
dollar. It is well remarked by some Western observers that 
the way in which price of silver in terms of copper cash 
or of dollars, or vice versa, varies will tax even a veteran 
New York broker's understanding. 

To this has been added the confiision caused by the un- 
regulated manipulation of the different provincial mints. 
During the last twelve or fifteen years several provinces 
have been permitted to operate their own mints. These 
provinces in the operation of their mints usually had in 
view not the economic welfare of the whole country, but the 
immediate well-being of the local treasury. This, coupled 
with the lack of strict regulation by the central Government, 
led to the great oversupply of copper coins and to the coin- 
ing of silver coins of varying fineness, all purporting to 
be of the same weight and fineness as the Government coins. 
The oversupply of copper cash has greatly enhanced the 
price of silver, a result of which has been the recent pro- 
nounced increase in the cost of living, especially in that of 
the laboring classes. These people, whose income is in terms 
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of the tiao, find their cost of living increased by leaps and 
bounds with the rising value of silver, while their income, 
which is governed not by union rules, but by custom, re- 
mains almost stationary. The hardship and misery caused 
by this state of affairs made it dangerous for the Govern- 
ment to postpone any longer the reorganization of the 
currency. 

Moreover, China's treaty obligations, as well, require her 
to reform her currency. As stipulated in the commercial 
treaty of 190.3 between China and the United States,* 
" China agrees to take the necessary steps to provide for 
a uniform national coinage which shall be legal tender in 
payment of all duties, taxes and other obligations through- 
out the Empire. ..." Similar phrases are found in the 
commercial treaty between China and Japan of the same 
year and in that with Great Britain of the year before. 

These circumstances help one to appreciate the signifi- 
cance of the reform more fully and to understand the dis- 
cussions which led to the adoption of the programme. In 
the following pages I propose to discuss some of the ques- 
tions arising in connection with the reform which have 
aroused a great deal of discussion in China as well as in 
other countries. 

In this currency reform the adoption of a standard has 
been the first and most important question. All the dis- 
cussion was largely centered upon the point as to whether 
China should adopt silver or gold. The opinion was about 
equally divided on this question. Those in favor of silver 
believe that a declining value of silver in terms of gold will 
favor China's export trade and hence is good for China. 
On aceotint of the relatively low rate of exchange of silver, 
the prices of goods in China will appear lower than in those 
countries where gold is used. Conversely, the imported goods 
will appear higher in price. Hence if Cliina adopts silver, 
her export trade will be stimulated while her imports will 
be somewhat diminished; and, therefore, the balance of trade 
will be in China's favor. 

But those in favor of silver, as one high official has ob- 
served, failed to notice that the theory of this so-called bal- 
ance of trade has been proven erroneous again and again; 
that what temporarily appears favorable under abnormal 

* Article XTII of the Commercial treaty of October 8th, 1903. See 
House Documents, Vol. I, Fiftj'-eighth Congress, Second Session, 1903-1904. 
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conditions often becomes nnfaA^orable in the long run; and 
that, above all, as the exports are mostly raw material, the 
increase of such export business will, in the end, not result 
in any real advantage to China. On the contrary, it will 
tend to exhaust the raw material in the country and thereby 
retard the development of manufactures. Should such ex- 
port trade be excessively stimulated, it would jeopardize 
the root of the much-needed development of new industries 
— the only salvation of the large laboring populace. 

Then the silver advocates advanced three other reasons 
which seemed more convincing. First, that China is poor; 
she has not gold enough even to start a gold system and 
cannot secure the necessary amount of gold without incur- 
ring a heavy debt at a great disadvantage. Second, even 
if she could secure the gold at the present time, it would 
not be possible for her to keep it, as the balance of trade 
is against her, and the gold would certainly be exported 
for the excess of imports over exports. Third, the standard 
of living and the habits of the people require silver as the 
standard. The silver advocates claim that, although silver 
is supposed to have been the standard in China, the copper 
cash has in reality been the currency of the people. Like 
the French housewife, the every-day Chinese is wont to 
calculate in sous, even to the point of ^' une piece de cent 
sous," rather than five francs. Therefore, a silver cur- 
rency is better adapted for the standard of living and the 
ordinary trade customs of the country, while the sudden 
adoption of gold might entail serious hardship to the people. 

On the other hand, the gold advocates maintain that the 
national finance demands the adoption of gold. All China's 
foreign debts and indemnities are in terms of gold, while 
her revenues are collected almost entirely in silver or in 
copper at some rate of exchange with silver. As the value 
of silver has of late been constantly and considerably de- 
preciated with respect to that of gold the Grovemment finds 
that the burden of its debts is increasing by leaps and 
bounds. There is no other way to relieve the situation ex- 
cept by the adoption of gold. 

Again the commerce of China with other countries calls 
for the adoption of gold. Her merchants suffer a great deal 
from the use of silver. On account of the fluctuations of 
silver her international trade becomes highly speculative. 
While the merchants of other countries will need only to keep 
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in mind the commercial conditions in making their calcula- 
tions, the Chinese merchant, in addition to what his foreign 
competitor has to do, must constantly bear in mind the rate 
of exchange. As the average Chinese merchant is neither 
so well experienced nor as shrewd as his foreign competitor, 
he has thus, with half the strength, been compelled to strug- 
gle against twice as many difficulties. In this age of ex- 
treme competition, the Chinese, placed against such odds, 
have always to face an up-hill struggle. 

Moreover, the experience of other countries warrants the 
adoption of gold. Nearly all the civilized nations have 
adopted gold. If China i-emains a silver country she will 
have to suffer from practically all the evils resulting from 
the capricious speculations of the whole world. 

Some also claim that the adoption of gold will strengthen 
the Chinese national credit. They claim that an Eastern 
financial agent residing in London once said that he had 
never been able to borrow money for the Government he 
was representing so cheaply as he was able to do after the 
introduction of the gold standard into the country. He re- 
marked that the effect was immediate and unmistakable. 
Count Matsukata of Japan is also quoted as having at- 
tributed the friendliness and moderation of the money- 
market toward his country during recent years to the adop- 
tion of the gold standard. 

There is hardly any doubt that the systematizing of a 
nation's CTirrency will eventually strengthen that nation's 
credit. But whether this financial friendliness toward Japan 
is due simply to the adoption of the gold standard or to 
the introduction of uniformity into the currency seems open 
to question. The reason why the money-market became 
more favorably inclined toward Japan on her adoption of 
gold is more likely because it foresaw in that adoption a 
steady and xmiform system of currency which meant 
strength in her national finance rather than simply because 
of the adoption of gold itself. If the market had felt that 
the adoption of gold was ill-fitted to Japanese conditions 
and would bring about disturbance and financial chaos, it 
would very likely have taken a different course. There- 
fore, the adoption of gold, if unsuitable, is not likely to 
strengthen a country's credit. On the contrary, there is 
every reason to believe that such a change would prove 
injurious to her credit. At any rate, it appears that what 
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the foreign creditors want is only financial strength. 
Whether that strength is brought about by the use of sil- 
ver or by that of gold does not seem likely to enter into their 
calculations. There is no reason to believe that a nation's 
credit shall not be good if her financial strength is great, 
even if sih'er is the standard. On the other hand, it is hard- 
ly conceivable that a nation's credit will become better 
simply because she uses gold. Psychologically, it might be 
that the money-lenders in the gold countries prefer to loan 
their money to the countries using gold rather than to those 
using silver, but this preference ought not to be very strong. 
Therefore, it seems that the gold advocates have taken a 
special coincidence as a formula for general application. 

Finally, the matter settles down to two points: Is China 
to consider first the well-being of her people, who main- 
tain their families on one dime a day and, through the ex- 
istence of the mite of a mite, are enabled to maintain them 
in comfort; or shall she consider first the broader interests 
of her international exchanges and of the large body of 
merchants active in the trade of nations? Upon these ques- 
tions hinged the final decision of the Government. 

The advantages of a gold standard are so numerous — so 
far as the broader interests of the Government are concerned 
— and the experience of other countries is so convincing, that 
it was only in consideration of the standard of living of her 
people that China reluctantly decided to adopt silver tem- 
porarily, with the ultimate aim of adopting gold as soon 
as circumstances would permit. In making this decision, 
China believed that in the reform of currency, as well as in 
other reforms, she must go step by step. Moreover, she 
was also influenced by the experience of her neighbors. 
Nearly all the countries now having gold as standard used 
silver first and then gold. Should China adopt gold now, 
she would be jumping from copper, over silver, to gold ; for 
although silver in different forms has been in use in China 
for centuries, the real currency, as observed before, is the 
copper cash. A great majority of the people to-day still 
Ihink in the " tiao." In fact, it is safe to say that prob- 
ably less than half of the people have ever used silver in 
their lives until very recently. Under such circumstances, 
China preferred to adopt silver for the present. As de- 
clared in the currency edict of two years ago, the Govern- 
ment recognized the " convenience " of a gold standard; 
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but, finding that " grave clangers " would be incurred in 
China by the adoption of gold, it concluded that " we should 
first standardize and render uniform the silver currency 
and then carefully proceed to take measures for a further 
advance, with a view to insuring the adoption of a gold 
standard in the future." In other words, the Government 
thought it better for China to systematize her currency 
first and only later to adopt gold rather than to attempt 
both reforms at the same time at the risk of failure in each. 

Besides the silver and gold standards, the gold exchange 
basis, as recommended by the Commission on International 
Exchange,* was also considered at length, but was laid aside 
— at least, for the present — for the reason that in a country 
like China it is extremely hard to maintain the parity of 
the silver token coins, and it amounts almost to impossibility 
to prevent counterfeiting such token coins when the dis- 
parity between the face and the intrinsic value is so great. 

The failure of the Government to adopt the gold exchange 
basis has been criticised by most of the Chinese newspapers 
and is regarded as a mistake by large numbers of the edu- 
cated classes. 

A great many of the educated people in the country think 
that in this age of world intercourse, to reorganize the 
finance of a country without due consideration of her re- 
lations with the other countries, is liable to be disastrously 
mistaken. Therefore, they believe that China ought to have 
given more consideration to her broader interests than to 
her internal conditions. Some even doubt that the stand- 
ard of living really interferes much with the change of a 
nation's currency standard. They maintain that, although 
England adopted gold over a century ago, there are yet 
many " Englishmen ' ' in the heart of London who have never 
used a sovereign in their lives, and that, although Japan 
has been using gold as standard over twelve years, there 
are yet many Japanese who have never seen a gold coin. 
Moreover, the same state of affairs has been existing in 
China. Nominally China has been using the sycee as a basis, 
yet those who have used any sycee in their business trans- 
actions number com.paratively few. Therefore, they claim 
that China could have safely adopted the gold exchange 
basis to her advantage. 

* For report of this Commission sec House Doenments 144, Fifty-eighth 
Congress, Second Session. 



824 THE NOETH AMERICAN REVIEW 

By looking at the situation from the outside one would 
likely be inclined to favor the gold exchange proposition. 
The clear arguments in favor of this basis as given by Pro- 
fessor Jenks* are, indeed, convincing, and tlie experience of 
India, the Philippine Islands and the Straits Settlements 
seems to warrant a trial of this basis by China. The enor- 
mous amount of profitf whicli may be easily gained by the 
Grovemment by adopting this basis, more than anything else, 
was very tempting. Therefore, the question was held in the 
balance for a long time. It was only after careful ex- 
amination of the whole situation that China forsook it. The 
Government vividly recalls its miserable experience with 
the Chao Piao (a kind of Government note issued some 
years ago) and the Hsien Feng notes. By having a great 
disparity between the legal value and the value in bullion 
as necessitated by the gold exchange basis, China knows 
that she can gain a very large profit, all of which is tempt- 
ing at this time when her finances are in such a strained 
condition; but she also realizes that this very profit to 
the Government may create distrust among the people. In 
China, where things are in such an unsettled state, the least 
suspicion by the people — whose memory of the unfortunate 
experience with the former Government notes is still fresh 
— that the Government is seeking for gain from this reform 
is likely to defeat the whole programme. Therefore, the 
Government took the safer course even at a large financial 
loss to itself. The fact that the Government was able to 
overcome the temptation by foregoing the big profit seems 
to indicate its earnestness in this reform. 

The new unit is the " yuan,"| which shall contain seven 
mace and two candarenes of ninety per cent, pure silver, 
with the figure of a coiling dragon stamped on one face and 
the words " one yuan " and " Imperial Chinese Currency," 
in Chinese, on the other. 

This seems simple enough, but it was only after the 
hottest kind of discussion among those in charge of the 
reform that this was decided upon. Perhaps there has 

* See Chinese Students' Monthly for November, 1909, and report of 
the Commission on International Exchange, U. S. House Documents 144, 
Fifty-eighth Congress, Second Session. 

f Professor Jenks estimates that " scores of millions of dollars would 
be made by China if the gold exchange standard were adopted at once." 

% The " yuan " equals about 46 cents in American money, and its purchas- 
ing power in China equals about $2 in the United States. 
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been more disagreemeiit regarding the nnit than upon any 
other point in the entire programme. The whole officialdom 
divided itself into two parties — one in favor of the tael and 
the other in favor of tlie dollar. Among the tael advocates, 
the late Grand Coimeillor Chang Chih-Tung was the most 
noted, while on the side of the dollar-advocates were mostly 
the younger but less influential officials. The tael advocates 
had so much more influence that for a while it seemed as if 
the tael would be adopted. In fact, a committee appointed 
through the influence of this party made a report two years 
ago in favor of the tael, and the report actually received 
the sanction of the Throne. 

The advocates of the dollar, however, did not give up hope, 
in spite of the overwhelming power of their opponents. 
Elven the imperial sanction did not dishearten them. So 
during the last two years they made continued efforts to 
reverse the decision of the Throne. As a result a most 
animated discussion ensued, during which both sides placed 
much emphasis upon the usage, or rather the habits, of the 
people. Those in favor of the dollar maintain that, since 
the people have become accustomed to the use of the Chinese 
and Mexican dollars, and since the weights of both of these 
are about seven mace and two candarenes, it would be more 
adaptable to the people if the new unit is to weigh seven 
mace two candarenes. 

On the other hand, the tael advocates say that it is be- 
cause of the fact that usage is an important factor in de- 
termining the new unit that the tael ought to be preferable 
to the dollar. For centuries all public incomes and ex- 
penditures, as well as all private accounts, have been kept 
in terms of the tael. Besides, the customs tariffs, which 
are connected with China's treaty obligations, are also cal- 
culated in terms of the tael. Hence, if the tael is adopted, 
it will save all the trouble of a wholesale change. More- 
over, if the tael is used, it will prevent the confusion re- 
sulting from the mixture of the old and new coins, which 
would be inevitable in the case of the adoption of the dollar. 

So far the arguments in favor of the tael seem very 
convincing. But the dollar advocates called attention to 
the fact that all these advantages in favor of the tael exist 
only in theory, while they have no foundation in reality. In 
the first place, no one knows what the tael really is. Be- 
sides the various principal kinds of taels, which number 
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no less than a hundred, there are the numberless commercial 
or local taels, all of which differ from one another and 
represent different weights in different places. Every 
" center," as ohserv^ed a correspondent of the London 
Tim.es, " possesses its own ideas of the value of the 
tael." In fact, the Government itself uses as many kinds 
of tael as there are names for it in the country. There- 
fore, it is necessary to make as complete a change of the 
old documents and accounts in the case of the adoption of 
the tael as it is in that of the dollar. 

Again, the least connection of the new currency with the 
tael will at once bring back the idea of the old cumbrous 
sycee — the idea of the weighing and testing process which 
the reform especially aims to eradicate. 

Moreover, the standard of living in China favors the dol- 
lar. In every-day life the cash must still be used as the 
smallest coin for the present. By making the cash the basing 
coin so that ten cash make one cent, ten cents one dime and 
ten dimes one dollar, the decimal system may be maintained 
throughout; while, on the other hand, if the tael is used, 
it will be necessary either to dispense with the decimal 
system or to make the smallest coin — the cash — comparative- 
ly higher in value than it is now, which latter fact is not 
desirable. 

Thus, in spite of the opposition of the influential officials, 
tJie dollar advocates won the decision of the Throne at last. 
Not only are all the progressive classes throughout the Em- 
pire delighted with this action of the Government, but for- 
eign authorities as well agree that China has taken a for- 
ward step. By the adoption of the dollar China will have 
the relative value between the unit and the copper currency 
fixed at the most convenient rate of 1 to 1,000, instead of 
such a cumbersome arrangement as something like 1,482 
cash as the equivalent of the tael. 

The currency, as mentioned, is based upon the decimal 
system. The principal subsidiary coins are the chiao, the 
fen and the cash, representing one-tenth, one-hundredth and 
one-thousandth part of the yuan in value, respectively. For 
convenience other coins have also been introduced. These 
are the fifty-cent and twenty-five-eent pieces in silver, the 
five-cent coin in nickel and the two-cent and five-cash coins 
in copper. 

In order to maintain the ratio between the unit and the 
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subsidiary coins, which China has never succeeded in doing 
in the past, the Government adopted the first of the two 
methods mentioned by Mr. H. White in his book on money 
and banking- — ^namely, to restrict the supply of the small 
coins. As stated in the memorial of the Board of Finance : 

" since the purpose of coining the subsidiary coins is for making changes 
and small purchases and is not intended for general use, the supply of 
such coins must not be too large. Unless strict rules are adopted and en- 
forced governing the coinage of such coins, we fear there is no other way of 
maintaining the decimal system." 

The Government is likely to have much trouble in carry- 
ing out this provision. One of the foremost causes of the 
recent confusion of the Chinese currency has been the un- 
regulated coinage of copper coins. Unless the central Gov- 
ernment succeeds in taking away from the provinces the 
privilege of minting and conducts the coinage itself strictly 
in accordance with well-planned regulations, or proves able 
to enforce such regulations upon the provinces, both of which 
are hard to do, all its efforts for the reform will prove a 
failure. The Government seems to have recognized this 
difficulty and appears earnest in its determination to over- 
come it. If the Government succeeds in maintaining the 
decimal system, it will confer a great benefit upon the coun- 
try. When the enormous population of China is taken into 
consideration, the economy resulting from a uniform decimal 
system in accounting alone must be considerable, to say 
nothing of the impetus to commerce. 

In adopting her policy regarding abrasion, China evi- 
dently followed in the footsteps of her Eastern neighbor. 
The Chinese currency measure provides that if, in eon- 
sequence of abrasion from circulation, any of the silver or 
nickel coins fall below the miuimum circulating weight, 
the Government shall exchange such coins for new ones of 
the same face value without any charge. In adopting this 
policy, China, like Japan, proceeded on the assumption that 
it is possible to distinguish between abrasion caused by or- 
dinary wear and fraudulent abrasion or " sweating." Al- 
though there has not been sufficient time as yet to decide as 
to the safety of the experiment, China thought it worth 
while to tiy the same side by side with her neighbor. It is 
especially gratifying to note in this regard that China, in 
spite of her financial difficulties, is willing to assume this loss 
herself, instead of throwing it upon her people as most of 
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the Western countries do. The justice for the Government 
to assume the loss due to ordinary abrasion is evident. Since 
such abrasion is caused by all subjects of the country in 
common, the consequent loss from it should fall upon the 
whole instead of the unfortunate few who happen to possess 
the coin last. Most of the Governments " have not been 
willing to assume this loss, lest such assumption should lead 
to systematic abrasion for purposes of gain."* This, how- 
ever, neither conclusively proves that the assumption of the 
loss by the individual will prevent the danger of " sweat- 
ing," nor justifies the Government in compelling the un- 
fortunate few to bear the loss which the Government itself 
fears to assume. It is hoped that the experiment in the 
East may prove safe, so as to bring about its adoption by 
the West. 

The disposal of old coins has been recognized as the most 
difficult problem. During the last two decades over 40,- 
000,000 dollar coins and about $1,400,000,000 worth of the 
smaller silver coins have been poured into circulation. To 
redeem them and recoin them will cost the Government 
something like $20,000,000. At this time, when every source 
of the Chinese treasury is strained, it is difficult for China 
to meet this extra burden. The policy of suppressing the 
old coins, therefore, has frequently been advocated. It was 
feared, however, that such an abrupt suppression would 
result in a serious burden upon the people which would 
obstruct the carrying out of the currency programme. In 
trying to strike at a happy medium the Board of Finance 
decided that for the present the old coins should be per- 
mitted to circulate as heretofore according to their market 
values, side by side with the new coins which are to cir- 
culate at their legal value. 

In this connection, it must be observed that, as there are 
four kinds of the new silver coin and about as many kinds 
of the old, and as the size and design of the two classes of 
the same denomination are very similar, the confusion re- 
sulting from the simultaneous circulation of the two will be 
unavoidable. 

The edict also provides that as soon as one place is suf- 
ficiently supplied with the new coin a date shall be fixed 
after which the old coin shall cease to circulate. Unless 
this plan is carried out with extreme precaution and dex- 

* H. White : Money and Banking, 2nd Edition, p. 25. 
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terity, it may bring about a serions depreciation of the old 
coins and a general disturbance of prices. 

Biit the disposal of the ohl copper coins is likely to be 
even more difficult than the disposal of the silver coins. 
During the last decade or so over $100,000,000 worth of 
copper cash has been forced into circulation. To this must 
1)6 added the quantity illegally coined, which is believed to 
bo enormous. The* southern provinces have been literally 
flooded with this copper cash. The harm done, especially 
to the working classes, can readily be understood. 

Two propositions were advanced. One is to redeem all 
tlie old copper at " fixed low prices " so as to save the Gov- 
ernment from the loss of redeeming and recoining ; the other 
is to raise the value of the old copper to a fixed point so 
as to enable them to circulate as new subsidiary coins. Of 
course, to put one of these propositions into practice is as 
hard as the other. The officials must have realized that 
to raise the value of these old copper cash arbitrarily and 
keep them at that high level for any length of time is as 
hard as to raise the price of rice, unless they '^ corner " 
enough of it and stop further planting at the same time. 
They must also have seen that to redeem the copper cash 
at a low price, fixed arbitrarily, is likely to be either futile 
or dangerous. 

After much deliberation, the Board decided that the dif- 
ferent viceroys and governors be instructed to proclaim that 
during the first year from the date when the new coin is 
put into circulation in their provinces any single trans- 
action not exceeding as a maximum three dollars in value 
according to the market exchange may be made with the 
copper, and that during the second year the maximum shall 
be reduced to one dollar. At the same time the Govern- 
ment shall gradually redeem such coins. It is hoped that 
after two or tliree years the quantity of such copper cash 
may be greatly reduced, after which the Board of Finance 
is to adopt a final way of disposal. 

The importance of this currency reform can hardly be 
overestimated. The financial weakness of the country is the 
leading cause of China's precarious condition. To reorgan- 
ize her finances is the only thing which will make any other 
reform possible. She cannot reorganize her finances, unless 
and until she has a uniform system of currency. All those 
who are interested in the matter agree that a uniform sys- 
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tern is what China needs. Therefore, China's efforts, as 
seen thronafhont her programme, have been largely directed 
toward that goal. 

Another notable feature in connection with this reform is 
the special attention which the Government gave to the 
habits and well-being of the people. This is gratifying not 
only from the political point of view, but from that of the 
success of the reform as well. Without special regard to 
the habits of the people China coiild never carry out her 
currency or any other reform, and her recent edict and regu- 
lations would not meet with any better fate than the procla- 
mation of Ann or the English currency law of 1707 as 
applied in the American colonies. 

So far we have discussed what China has decided to do, 
or, in other words, what is still on paper, and so far noth- 
ing appears very difficult. But to carry out the programme 
is an entirely different problem. In China, as it is in many 
other countries, the *' vested interests " are the worst foes 
of wholesome reforms. Therefore, it is very possible that 
China may find it too difficult to carry out her programme. 
The central Government is sincere and earnest and is 
cautious in each step it takes. It will also have at least the 
moral support of the foreign Powers and the large body of 
foreign residents in China in this undertaking which has so 
vast a national as well as an international importance. More- 
over, there seems to be a general awakening among the 
people. Even the " powerful body of bankers," who have 
been suspected by some Western observers to be in op- 
position to the reform, have already shown signs of being 
ready to sacrifice personal interests for the advantage of 
the nation. According to the recent report of a correspond- 
ent of the London Times, the leading bankers in Peking 
have held a meeting at which they decided " to form an 
association with branches in the provinces to assist the 
carrying out of the currency reforms." " To accomplish 
this reform," as remarked the North China Herald, " will 
require the same motive power . . . that was available 
in the ease of the suppression of opium in the face of 
official and popular apathy." It is pertinent to the ques- 
tion to note that China has been successful in her opium 
ci'usade. 

Ciiing-Ceuit Wang. 



